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. INTRODUCTION

1. With this Report and Order, Order, Order on Reconsideration, and Further Notice of
Proposed Rulemaking (FNPRM), the Commission adopts significant reforms to place the universal
service program on solid footing for the next decade to “preserve and advance” voice and broadband
service in areas served by rate-of-return carriers.* In 2011, the Commission unanimously adopted
transformational reforms to modernize universal service for the 21% century,? creating programs to
support explicitly broadband-capable networks. In this Report and Order, Order, Order on
Reconsideration, and FNPRM, we take necessary and crucial steps to reform our rate-of-return universal
service mechanisms to fulfill our statutory mandate of ensuring that all consumers “have access to . . .
advanced telecommunications and information services.”® In particular, after extensive coordination and
engagement with carriers and their associations, we modernize the rate-of-return program to support the
types of broadband offerings that consumers increasingly demand, efficiently target support to areas that
need it the most, and establish concrete deployment obligations to ensure demonstrable progress in
connecting unserved consumers. This will provide the certainty and stability that carriers seek in order to
invest for the future in the years to come. We welcome ongoing input and partnership as we move
forward to implementing these reforms.

2. Rate-of-return carriers play a vital role in the high-cost universal service program. Many
of them have made great strides in deploying 21st century networks in their service territories, in spite of
the technological and marketplace challenges to serving some of the most rural and remote areas of the
country. At the same time, millions of rural Americans remain unserved. In 2011, the Commission
unanimously concluded that extending broadband service to those communities that lacked any service
was one of core objectives of reform.* At that time, it identified a rural-rural divide, observing that “some
parts of rural America are connected to state-of-the art broadband, while other parts of rural America have
no broadband access.” We focus now on the rural divide that exists within areas served by rate-of-return
carriers. According to December 2014 Form 477 data,® an estimated 20 percent of the housing units in
areas served by rate-of-return carriers lack access to 10 Mbps downstream/1 Mbps upstream (10/1 Mbps)

147 U.S.C. § 254(b)(3).

2 See Connect America Fund; A National Broadband Plan for Our Future; Establishing Just and Reasonable Rates
for Local Exchange Carriers; High-Cost Universal Service Support; Developing a Unified Intercarrier
Compensation Regime; Federal-State Joint Board on Universal Service; Lifeline and Link-Up; Universal Service
Reform — Mobility Fund; WC Docket Nos. 10-90, 07-135, 05-337, 03-109, CC Docket Nos. 01-92, 96-45, GN
Docket No. 09-51, WT Docket No. 10-208, Report and Order and Further Notice of Proposed Rulemaking, 26 FCC
Rcd 17663 (2011) (USF/ICC Transformation Order and/or FNPRM); aff’d sub nom., In re: FCC 11-161, 753 F.3d
1015 (10th Cir. 2014).

347 U.S.C. § 254(b)(3).

4 USF/ICC Transformation Order, 26 FCC Rcd at 17668-69, paras. 4-5 (noting the number of Americans lacking
access to terrestrial fixed service providing speeds of at least 3 Mbps downstream and 768 Mbps upstream). See
also id. at 17681, para. 51 (adopting as a performance goal ensuring universal availability of voice and broadband).

51d. at 17669, para. 7. While the Commission was particularly focused at that time on the impact of differing
support mechanisms for price cap carriers and rate-of-return carriers, it remains equally true that there is a disparity
in deployment among rate-of-return carriers.

6 FCC Form 477 collects information about broadband connections, wired and wireless local telephone services, and
interconnected Voice over Internet Protocol (VolP) services in the 50 states, the District of Columbia, and the
Territories and possessions. See 47 U.S.C. § 153(40); Federal Communications Commission, FCC Form 477, Local
Telephone Competition and Broadband Reporting, Instructions at 3 (June 30, 2015),
https://transition.fcc.gov/form477/477inst.pdf. The December 2014 FCC Form 477 data are available at
https://www.fcc.gov/general/broadband-deployment-data-fcc-form-477. FCC Releases Data on Broadband
Deployment as of December 31, 2014 Collected Through FCC Form 477, Public Notice, WC Docket No. 11-10, DA
15-1285 (WCB Nov. 10, 2015).
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terrestrial fixed broadband service.” It is time to close the gap, and take action to bring service to the
consumers served by rate-of-return carriers that lack access to broadband. We need to modernize
comprehensively the rate-of-return universal service program in order to benefit rural consumers
throughout the country.

3. For years, the Commission has worked with active engagement from a wide range of
interested stakeholders to develop new rules to support broadband-capable networks. One shortcoming of
the current high-cost rules identified by rate-of-return carriers is that support is not provided if consumers
choose to drop voice service, often referred to as “stand-alone broadband” or “broadband-only” lines. In
the April 2014 Connect America FNPRM, the Commission unanimously articulated four general
principles for reform to address this problem, indicating that new rules should provide support within the
established budget for areas served by rate-of-return carriers; distribute support equitably and efficiently,
so that all rate-of-return carriers have the opportunity to extend broadband service where it is cost-
effective to do so; support broadband-capable networks in a manner that is forward looking; and ensure
no double-recovery of costs.? The package of reforms outlined below solve the stand-alone broadband
issue and update the rate-of-return program consistent with those principles. We also take important steps
to act on the recommendation of the Governmental Accountability Office to ensure greater accountability
and transparency in the high-cost program.®

4, The Report and Order establishes a new forward-looking, efficient mechanism for the
distribution of support in rate-of-return areas.’ Specifically, we adopt a voluntary path under which rate-
of-return carriers may elect model-based support for a term of 10 years in exchange for meeting defined
build-out obligations. We emphasize the voluntary nature of this mechanism; no carrier will be required
to take model-based support. This action will advance the Commission’s longstanding objective of
adopting fiscally responsible, accountable and incentive-based policies to replace outdated rules and

7 Rate-of-return carriers report the census blocks to which they offer broadband service. The number of housing
units without access to broadband service is based on total housing units reported by the U.S. Census. See Federal
Communications Commission, Broadband Deployment Data from FCC Form 477,
https://www.fcc.gov/general/broadband-deployment-data-fcc-form-477 (published December 2014 FCC Form 477
data). Roughly 220,000 census blocks out of slightly over 700,000 census blocks served by incumbent rate-of-
return carriers lack 10/1 fixed broadband. Incumbent carriers serving 64 study areas are not offering 10/1 anywhere
in their service territory. At the same time, other rate-of-return carriers serving 54 study areas are offering 10/1 to
all of their census blocks with housing units.

8 Connect America Fund et al., WC Docket No. 10-90 et al., Report and Order et al., 29 FCC Red 7051, 7137, para.
269 (2014) (April 2014 Connect America Order and/or FNPRM).

9 Government Accountability Office, FCC Should Improve the Accountability and Transparency of High-Cost
Program Funding GAO 14-587 (July 2014), http://www.gao.gov/assets/670/664939.pdf (July 2014 GAO High-Cost
Report).

10 We note that the Alaska Telephone Association has proposed an integrated incentive regulation plan for Alaska’s
rate-of-return and mobile competitive eligible telecommunications carriers that would, among other things, allow
Alaska rate-of-return carriers voluntarily to elect to receive a frozen amount of high-cost support with defined
performance obligations to extend and support fixed and mobile broadband service. As proposed, rate-of return
carriers that do not elect to participate in this plan would remain subject to all existing regulations for rate-of-return
carriers. See Letter from Christine O’Connor, Alaska Telephone Association, to Marlene Dortch, FCC Secretary,
WC Docket No. 10-90, Proposed Rule Changes To Implement the Alaska Plan (filed Nov. 17, 2015); Letter from
Christine O’Connor, Alaska Telephone Association, to Marlene Dortch, FCC Secretary, WC Docket No. 10-90, Att.
(filed Feb. 20, 2015). We believe that a framework tailored to the unique circumstances that exist in Alaska merits
serious consideration and plan to review the comprehensive Alaska proposal in the months ahead. Our action today
in no way prejudices any Alaska rate-of-return carrier. They will remain free to elect the voluntary path to the
model if they so choose. We defer implementation of the operating expense limits and capital investment allowance
for Alaska carriers, pending our consideration of the full Alaska plan. We anticipate other rule changes adopted
today will not be implemented until after we take action on the Alaska plan.
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programs.** The cost model, which has proven successful in distributing support for price cap carriers,?
has been adjusted in multiple ways over more than a year to take into account the circumstances of rate-
of-return carriers. We make all necessary decisions to finalize the Alternative Connect America Cost
Model (A-CAM) and direct the Wireline Competition Bureau (Bureau) to publish support amounts for
this new component of the Connect America Fund (CAF ACAM) and associated deployment obligations
for potential consideration by rate-of-return carriers. We will make available up to an additional $150
million annually from existing high-cost reserves to facilitate this voluntary path to the model over the
next decade. This approach will spur additional broadband deployment in unserved areas, while
preserving additional funding in the high-cost account for other high-cost reforms.

5. We also make technical corrections to modernize our existing interstate common line
support (ICLS) rules to provide support in situations where the customer no longer subscribes to
traditional regulated local exchange voice service, i.e. stand-alone broadband. Going forward, this
reformed mechanism will be known as Connect America Fund Broadband Loop Support (CAF BLS).
This simple, forward-looking change to the existing mechanism will provide support for broadband-
capable loops in an equitable and stable manner, regardless of whether the customer chooses to purchase
traditional voice service, a bundle of voice and broadband, or only broadband. This will create incentives
for carriers to deploy modern networks and encourage adoption of broadband. We expect this approach
will provide carriers, including those that no longer receive high cost loop support (HCLS), with
appropriate support going forward to invest in broadband networks, while not disrupting past investment
decisions.

6. One of the core principles of reform since 2011 has been to ensure that support is
provided in the most efficient manner possible, recognizing that ultimately American consumers and
businesses pay for the universal service fund (USF).2* We continue to move forward with our efforts to
ensure that companies do not receive more support than is necessary and that rate of return carriers have
sufficient incentive to be prudent and efficient in their expenditures, and in particular operating expenses.
Therefore, we adopt a method to limit operating costs eligible for support under rate-of-return
mechanisms, based on a proposal submitted by the carriers.** We also adopt measures that will limit the
extent to which USF support is used to support capital investment by those rate-of-return carriers that are
above the national average in broadband deployment in order to help target support to those areas with
less broadband deployment.?® Lastly, in order to ensure disbursed high-cost support stays within the
established budget for rate-of-return carriers,* building on proposals in the record,'” we adopt a self-

1 USF/ICC Transformation Order, 26 FCC Red at 17763, para. 1.

12| ast year, the Commission implemented Phase 1 of the Connect America Fund, which will enable rural
consumers served by price cap carriers to be connected to modern broadband networks. See Connect America Fund
et al., WC Docket No. 10-90 et al., Report and Order, 29 FCC Rcd 15644 (2014) (December 2014 Connect America
Order); Press Release, FCC, Carriers Accept Over $1.5 Billion in Annual Support from Connect America Fund to
Expand and Support Broadband for Nearly 7.3 Million Rural Consumers in 45 States and One Territory (Aug. 27,
2015), https://apps.fcc.gov/edocs_public/attachmatch/DOC-335082A1.pdf.

18 USF/ICC Transformation Order, 26 FCC Recd 17663, 17670-71, paras. 1, 11. See also id. at 17682-83, para. 57
(adopting performance goal of minimizing universal service contribution burden on consumers and businesses).

14 |_etter from Gerard J. Duffy, Regulatory Counsel, WTA - Advocates for Rural Broadband, to Marlene H. Dortch,
Secretary, FCC, WC Docket No. 10-90, at 2 (filed May 29, 2015) (RoR Representatives May 29, 2015 Ex Parte
Letter).

15 etter from Michael R. Romano, Senior Vice President — Policy, NTCA, to Marlene H. Dortch, Secretary, FCC,
WC Docket No. 10-90, at 2 (filed Sept. 12, 2013); Letter from Michael R. Romano, Senior Vice President — Policy,
NTCA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90 (filed Oct. 31, 2014); Letter from Michael R.
Romano, Senior Vice President — Policy, NTCA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90
(filed May 1, 2015).

16 USF/ICC Transformation Order, 26 FCC Rcd at 17674, 17768, paras. 27, 286.
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effectuating mechanism to control total support distributed pursuant to the HCLS and CAF-BLS
mechanisms. We recognize that many carriers are eager to upgrade their existing broadband networks to
provide service that exceeds the minimum standards that the Commission has established for recipients of
high-cost support. But first, we must ensure that our baseline service is truly universal. Each dollar spent
on upgrading networks that already are capable of delivering 10/1 Mbps service is a dollar not available
to extend service to those consumers that lack such service. Taken together, we anticipate that these
controls and limitations will encourage efficient spending by rate-of-return carriers, thereby enabling
universal service support to be more effectively targeted to support investment in broadband-capable
facilities in areas that remain unserved.

7. One of the core tenets of reform for the Commission in 2011 was to “require
accountability from companies receiving support to ensure that public investments are used wisely to
deliver intended results.”*® The Commission stated its expectation that rate-of-return carriers would
deploy scalable broadband in their communities, but it declined at that time to adopt specific build-out
milestones for rate-of-return carriers. Instead, it concluded that it would allow carriers to extend service
upon reasonable request.’ Since that time, rate-of-return carriers have continued to extend service, with a
45 percent increase in availability of 10/1 Mbps service between 2012 and 2014. To build on that
progress, we now adopt specific broadband deployment obligations for all rate-of-return carriers, and not
just for those that elect the voluntary path to the model. We adopt deployment obligations for all rate-of-
return carriers that can be measured and monitored, while tailoring those obligations to the unique
circumstances of individual carriers. Those obligations will be individually sized for each carrier not
electing model support, based on the extent to which it has already deployed broadband and its forecasted
CAF BLS, taking into account the relative amount of depreciated plant and the density characteristics of
individual carriers.

8. Another core tenet of reform adopted by the Commission in 2011,° and unanimously
reaffirmed in 2014, was to target support to areas that the market will not serve absent subsidy. To
direct universal service support to those areas where it is most needed, we adopt a rule prohibiting rate-of-
return carriers from receiving CAF-BLS support in those census blocks that are served by a qualifying
unsubsidized competitor. We adopt a robust challenge process to determine which areas are in fact
served by a qualifying unsubsidized competitor. We do not expect the challenge process to be completed
before the end of 2016, with support adjustments occurring no earlier than 2017. Carriers may elect one
of several options for disaggregating support for those areas found to be competitive. Any support
reductions resulting from implementation of this rule will be more effectively targeted to support existing
and new broadband infrastructure in areas lacking a competitor.

(Continued from previous page)
17 Letter from Michael Romano, Senior Vice President — Policy, NTCA—The Rural Broadband Association, to
Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90 (filed Apr. 21, 2015) (on behalf of NTCA, WTA, and
NECA) (NTCA/WTA/NECA April 21, 2015 Ex Parte Letter).

181d. at 17670-71, para. 11; see also id. at 17681, para. 51 (adopting for the goal of ensuring universal availability of
broadband an outcome measure based on the number of residential, business, and community anchor institutions that
newly gain access to broadband and adopting as an efficiency measure the change in the number of homes,
businesses and community anchor institutions passed or covered per million USF dollars spent).

191d. at 17740-41, para. 206.

2d. at 17767, para. 281 (concluding that support should not be provided to areas where unsubsidized facilities-
based providers already are competing for customers).

2L April 2014 Connect America Order at 17688-89, para. 68 (stating the Commission’s general policy — and noting
this is not limited to price cap territories — is that “‘all broadband build out obligations for fixed broadband are
conditioned on not spending the funds to serve customers in areas already served by an unsubsidized competitor.””
(citing USF/ICC Transformation Order, 26 FCC Rcd at 17701, para. 103)).
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9. Finally, we take action to modify our existing reporting requirements in light of lessons
learned from their implementation. We revise eligible telecommunications carriers’ (ETC) annual
reporting requirements to better align those requirements with our statutory and regulatory objectives.
We conclude that the public interest will be served by eliminating the requirement to file a narrative
update to the five-year plan. Instead, we adopt narrowly tailored reporting requirements regarding the
location of new deployment offering service at various speeds, which will better enable the Commission
to determine on an annual basis how high-cost support is being used to “improve broadband availability,
service quality, and capacity at the smallest geographic area possible.” 2

10. In the Order and Order on Reconsideration, as part of our modernization of the rules
governing rate-of-return carriers, we represcribe the currently authorized rate of return from 11.25 percent
to 9.75 percent. The rate of return is a key input in a rate-of-return incumbent local exchange carrier
(LEC) revenue requirement calculation, which is the basis for both its common line and special access
rates, and high-cost support as applicable. The current 11.25 percent rate of return is no longer consistent
with the Act and today’s financial conditions. Relying primarily on the methodology and data contained
in a Bureau Staff Report?® — with some minor corrections and adjustments — the Commission identifies a
more robust zone of reasonableness and adopts a new rate of return at the upper end of this range. This
reform will be phased in over six years. This change not only will improve the efficiency of the high-cost
program, but also will lower prices for rate-of-return customers in rural areas.

11. In the FNPRM, we propose targeted rule changes to our existing accounting and affiliate
transaction rules to eliminate inefficiencies and provide guidance to rate-of-return carriers regarding our
expectations for appropriate expenditures. Consumers are harmed when “universal service provides more
support than necessary to achieve our goals.”?* The statute requires that universal service funds be used
for their intended purposes — maintaining and upgrading supported facilities and services.?> We propose
to eliminate a number of expenses from inclusion in a rate-of-return carrier’s revenue requirement and
calculations of high-cost support. We also seek comment on establishing measures governing prudent or
reasonable expense levels for certain expense categories. The FNPRM further seeks comment on ways in
which the cost allocation procedures between regulated and non-regulated activities and the affiliate
transaction rules can be improved to reduce the potential for a carrier to shift costs from non-regulated to
regulated services or to the regulated affiliate.

12. Second, we seek comment in the FNPRM on additional options for disaggregating
support for those discrete areas that are served by an unsubsidized competitor and other issues associated
with implementation of the competitive overlap rule.

13. Third, the FNPRM seeks comment on proposals to adopt a mechanism to provide
additional support to unserved Tribal lands. The Commission has long recognized the distinct challenges
in bringing communications service to Tribal lands.

14. Fourth, the FNPRM seeks comment on other measures that the Commission could take
within the existing budget to encourage further broadband deployment by rate-of-return carriers.

15. Lastly, the FNPRM seeks comment on additional proposals to modify or potentially
eliminate certain ETC certifications and reporting obligations so as to streamline ETC reporting
requirements.

22 See July 2014 GAO High-Cost Report at 31.

23 Prescribing the Authorized Rate of Return: Analysis of Methods for Establishing Just and Reasonable Rates for
Local Exchange Carriers, Wireline Competition Bureau Staff Report, WC Docket No. 10-90, 28 FCC Rcd 7123
(WCB 2013) (Staff Report).

24 USF/ICC Transformation Order, 26 FCC Rcd at 17766-67, para. 280.
2547 U.S.C. § 254(e).
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16. The actions we take today, combined with the rate-of-return reforms undertaken in the
past two years, will allow us to continue to advance the goal of ensuring deployment of advanced
telecommunications and information services networks throughout “all regions of the nation.”?
Importantly, they build on proposals from and collaboration with the carriers and their associations.
Through the coordinated reforms we take today, we will provide rate-of-return carriers with equitable and
sustainable support for investment in the deployment and operation of 21st century broadband networks
throughout the country, providing stability for the future. Achieving universal access to broadband will
not occur overnight, but today marks another step on the path toward that goal.

1. REPORT AND ORDER
A. Voluntary Path to the Model
1. Background
17. In April 2014, the Commission proposed a transition framework for a voluntary election

by rate-of-return carriers to receive model-based support and tentatively concluded that such a framework
could achieve important universal service benefits by creating incentives for deployment of voice and
broadband-capable infrastructure.?” We sought comment on numerous aspects of such a plan, including a
timeframe for implementation, the election process, the transition to model-based support, the impact on
the overall budget for rate-of-return areas, and how to adjust the existing cost model for use in such a
voluntary election of model-based support.?® In addition to proposing a framework for voluntary election
of model-based support, the Commission directed the Bureau to incorporate the results of the study area
boundary data collection in the Connect America Cost Model (CAM), which was developed for price cap
carriers, and to make such other adjustments as appropriate for use of that model in areas served by rate-
of-return carriers.?

18. As directed by the Commission, the Bureau has been refining the Alternative Connect
America Cost Model (A-CAM) since the first version was released in December 2014.3° The Bureau
released v.1.0.1 on March 16, 2015 updating the competitive coverage in light of the Commission’s
decision to adopt 10/1 Mbps as the minimum standard for competitors.> On April 10, 2015, the Bureau
published an online, publicly accessible map based on the study area boundary and exchange data that
were submitted to the Bureau by rate-of-return carriers and certain state utility commissions, summarized
the process used to develop service areas for use in the model, and invited commenters to submit any
proposed corrections to interior service area boundaries and central office (Node0) locations.®> On July

%47 U.S.C. § 254(b)(3).

27 April 2014 Connect America FNPRM, 29 FCC Rcd at 7139-43, paras. 276, 283-91. The FNPRM sought
comment on the proposal previously submitted by ITTA for a voluntary, two-phase transition plan to model-based
support for rate-of-return carriers. Letter from Genevieve Morelli, President, ITTA, to Marlene H. Dortch,
Secretary, FCC, WC Docket No. 10-90, (filed Feb. 27, 2014) (ITTA Feb. 27, 2014 Ex Parte Letter) (attaching ITTA
Plan).

28 April 2014 Connect America FNPRM, 29 FCC Rcd at 7142-45, paras. 283-299.
2 April 2014 Connect America Order, 29 FCC Rcd at 7074, para. 70.

30 Wireline Competition Bureau Announces Availability of Version 4.2 of the Connect America Phase 11 Cost Model
and the First Version of an Alternative Cost Model Being Developed for Potential Use in Rate-of-Return Areas, WC
Docket No. 10-90, Public Notice, 29 FCC Rcd 16157, 16158 (WCB 2014) (A-CAM v1.0 Public Notice).

31 Wireline Competition Bureau Releases Alternative Connect America Cost Model Version 1.01 and Illustrative
Results for Potential Use in Rate-Of-Return Areas, WC Docket No. 10-90, Public Notice, 30 FCC Rcd 2067 (WCB
2015) (A-CAM v1.0.1 Public Notice) (updating broadband coverage to use minimum speed standard of 10/1 Mbps in
determining the presence of a cable or fixed wireless competitor).

32 Wireline Competition Bureau Publishes Map of Study Areas for Use in Alternative Connect America Cost Model,
WC Docket No. 10-90, Public Notice, 30 FCC Rcd 2944 (WCB 2015) (A-CAM Map Public Notice). A-CAM
(continued....)
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27, 2015, the Bureau invited parties to submit proposed corrections to plant mix input values for
individual study areas.®®* The Bureau released version 1.1 on August 31, 2015, updating competitive
coverage using FCC Form 477 data.** On October 8, 2015, the Bureau released A-CAM v2.0, which
incorporates updated exterior study area boundaries, interior service area boundaries, and NodeO locations
based on extensive input from rate-of-return carriers, and further updated the model in several respects.®
The Bureau also released results that illustrate how different per-location funding caps used in calculating
support impact the potential support calculated for a particular study area.*®* On December 17, 2015, the
Bureau released A-CAM v2.1, which incorporates study area-specific plant mix input values submitted by
the carriers and updated broadband coverage data to address concerns raised by rate-of-return carriers that
prior versions of the model treated alternative technologies utilized by incumbents or their affiliates as
“unsubsidized competitors.” 3 With that version, the Bureau also released illustrative results, as
requested by ITTA, which excluded from support calculations those census blocks that are served with
either fiber to the premises (FTTP) or cable delivering service that meets the Commission’s minimum
standards.®® On February 17, 2016, the Bureau released additional illustrative results for A-CAM v2.1
utilizing input values reflecting a 9.75 percent cost of money.®

(Continued from previous page)
Service Area Development Process, at https://www.fcc.gov/general/rate-return-resources (A-CAM Service Area
Documentation); see also Wireline Competition Bureau Revises A-CAM Study Area Map, WC Docket No. 10-90, 30
FCC Rcd 4610 (WCB 2015) (updating a small number of potential NodeO locations); Wireline Competition Bureau
Announces Upcoming Modifications to the Alternative Connect America Cost Model, WC Docket No. 10-90, Public
Notice, 30 FCC Rcd 8191 (WCB 2015).

33 Wireline Competition Bureau Announces Upcoming Modifications to the Alternative Connect America Cost
Model, WC Docket No. 10-90, Public Notice, 30 FCC Rcd 8191 (WCB 2015) (announcing upcoming modifications
to A-CAM and inviting commenters to submit proposed corrections to plant mix values for individual study areas).
In response to the Public Notice, rate-of-return carriers or their consultants submitted proposed plant mix input
values for 528 study areas.

34 Wireline Competition Bureau Releases Alternative Connect America Cost Model Version 1.1 and Illustrative
Results for Potential Use in Rate-Of-Return Areas, WC Docket No. 10-90, Public Notice, 30 FCC Rcd 9777 (WCB
2015) (A-CAM v1.1 Public Notice) (updating coverage to reflect preliminary FCC Form 477 broadband deployment
data as of December 31, 2014).

3 Wireline Competition Bureau Releases Alternative Connect America Cost Model Version 2.0 and Illustrative
Results for Potential Use in Rate-Of-Return Areas, WC Docket No. 10-90, Public Notice, 30 FCC Rcd 10928 (WCB
2015) (updating, among other things, middle mile, and averaging costs at census block level) (A-CAM v2.0 Public
Notice).

3 The illustrative results for A-CAM version 2.0 are available at
https://transition.fcc.gov/iwch/ACAM_20_ILL_Rpt Version3 0 FINAL 100615 Public.xlsx. The Bureau also
released illustrative results for A-CAM v1.0.1 and A-CAM v1.1 illustrating how different assumptions and funding
caps used in calculating support impact the potential support calculated for a particular study area. See A-CAM
v1.0.1 Public Notice, 30 FCC Rcd 2067; A-CAM v1.1 Public Notice, 30 FCC Red 9777.

37 Wireline Competition Bureau Releases Alternative Connect America Cost Model Version 2.1 and Illustrative
Results for Potential Use in Rate-Of-Return Areas, WC Docket No. 10-90, Public Notice, 30 FCC Rcd 14217 (WCB
2015) (A-CAM v2.1 Public Notice).

38 The illustrative results for A-CAM version 2.1 are available at

https://transition.fcc.gov/wch/ACAM 21 ILL Rpt Version4 0 FINAL 121515.xIsx. See also Letter from
Genevieve Morelli, President, ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90, at 3 (filed Nov.
19, 2015) (ITTA Nov. 19, 2015 Ex Parte Letter).

39 Wireline Competition Bureau Releases Additional Illustrative Results for Alternative Connect America Cost
Model Version 2.1 for Potential Use in Rate-Of-Return Areas, WC Docket No. 10-90, Public Notice, 31 FCC Rcd
1139 (WCB 2016) (A-CAM v2.1 Additional Illustrative Results Public Notice).
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19. Meanwhile, in response to the FNPRM and further development of the record, ITTA,
USTelecom and others continued to refine proposals for a voluntary path to model-based support.** On
December 4, ITTA and USTelecom jointly submitted draft rules regarding the voluntary path to the
model.*

2. Discussion

20. In this section, we adopt a voluntary path for rate-of-return carriers to elect to receive
model-based support in exchange for deploying broadband-capable networks to a pre-determined number
of eligible locations. By creating a voluntary pathway to model-based support, we will spur new
broadband deployment in rural areas, which will help close the digital divide among rate-of-return
carriers. As noted above, there is a wide disparity among rate-of-return study areas regarding the extent
of coverage meeting the Commission’s minimum standard of 10/1 Mbps service: based on December
2014 FCC Form 477 data, an estimated 20 percent of housing units in census blocks served by rate-of-
return carriers lack access to 10/1 Mbps terrestrial fixed broadband service, while other rate-of-return
carriers have deployed 10/1 Mbps to nearly all of their study area.®> The option of receiving model-based
support will provide the opportunity for carriers that have made less progress in their broadband
deployment than other rate-of-return carriers to “catch up.” By creating defined performance and
deployment obligations for specific and predictable support amounts, we are completing the framework
envisioned by the Commission in the 2011 USF/ICC Transformation Order. We also are taking
additional steps to fulfill the Commission’s longstanding objective of providing support based on
forward-looking efficient costs.** And finally, the model path may well be a viable option for high-cost
companies that no longer receive HCLS due to the past operation of the indexed cap on HCLS, often

40 See Letter from Genevieve Morelli, President, ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-
90, Attach. A & B (filed Oct. 2, 2015) ) (on behalf of ITTA, NTCA, USTelecom, and WTA)
(ITTA/NTCA/USTelecom/WTA Oct. 2, 2015 Ex Parte Letter) (describing allocation of model support, revising
proposed build-out milestones and proposing non-compliance measures); Letter from Genevieve Morelli, President,
ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90, Attach. A (filed Oct. 2, 2015) (on behalf of
ITTA, USTelecom, and WTA) (ITTA/USTelecom/WTA Oct. 2, 2015 Ex Parte Letter) (updating build-out
requirement methodology); Letter from Micah M. Caldwell, Vice President, Regulatory Affairs, ITTA, to Marlene
H. Dortch, Secretary, FCC, WC Docket No. 10-90 (filed July 14, 2015) (ITTA July 14, 2015 Ex Parte Letter) (filing
unredacted version of buildout obligation methodology presentation); Letter from Genevieve Morelli, President,
ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90, (filed June 29, 2015) (ITTA June 29, 2015 Ex
Parte Letter) (proposing three-track transition mechanism, interim broadband deployment milestones, and carrier-
specific build-out requirements); Letter from Genevieve Morelli, President, ITTA, to Marlene H. Dortch, Secretary,
FCC, WC Docket No. 10-90 (filed June 3, 2015) (ITTA June 3, 2015 Ex Parte Letter).

41 See Letter from Genevieve Morelli, President, ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-
90, Attach. (filed Dec. 4, 2015) (on behalf of ITTA and USTelecom) (ITTA/USTelecom Dec. 4, 2015 Ex Parte
Letter). See also Letter from Derrick B. Owens, Vice President of Government Affairs, and Gerald J. Duffy,
Regulatory Counsel, WTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90 (filed Dec. 17, 2015)
(WTA Dec. 17, 2015 Ex Parte Letter); Letter from Michael R. Romano, Senior Vice President — Policy, NTCA, to
Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90 (filed Dec. 15, 2015) (NTCA Dec. 15, 2015 Ex Parte
Letter).

42 According to the December 2014 data, an estimated 13% of housing units in census blocks served by rate-of-
return carriers lacked access even to 4/1 Mbps terrestrial fixed Internet access service. Inthe 2011 USF/ICC
Transformation Order, the Commission adopted an initial minimum broadband speed standard of at least 4/1 Mbps.
USF/ICC Transformation Order, 26 FCC Rcd at 17697, para. 94.

43 Almost 20 years ago, the Commission concluded that forward-looking economic costs—not actual costs—are the
proper framework for determining universal service support. In the Universal Service First Report and Order, the
Commission determined that high-cost universal service support should be based on forward-looking economic cost,
but concluded that rural carriers’ high-cost support would not be based on forward-looking economic cost until
further review. See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12
FCC Rcd 8776, 8888-89, paras. 199, 203 (1997) (Universal Service First Report and Order) (history omitted).
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referred to as the “cliff effect.” The Commission took steps to address this problem in December 2014 by
modifying the methodology used to adjust HCLS to fit within the existing cap, but that did not restore
HCLS to those companies that previously had fallen off the cliff.**

21. As discussed more fully below, the election of model-based support places those carriers
in a different regulatory paradigm. They no longer will be subject to rate-of-return regulation for
common line offerings, and they no longer will participate in the National Exchange Carrier Association’s
(NECA’s) common line pool. Effectively, the carriers that choose to take the voluntary path to the model
are electing incentive regulation for common line offerings.

22. Term of Support. We adopt a 10-year term for rate-of-return carriers electing to receive
model-based support. Carriers electing this option will have the certainty of receiving specific and
predictable monthly support amounts over the 10 years. Predictable support will enhance the ability of
these carriers to deploy broadband throughout the term. In year eight, we expect the Commission will
conduct a rulemaking to determine how support will be determined after the end of the 10-year period.
We expect that prior to the end of the 10-year term, the Commission will have adjusted its minimum
broadband performance standards for all ETCs, and other changes may well be necessary then to reflect
marketplace realities at that time.

23. Broadband Speed Obligations. In December 2014, the Commission adopted a minimum
speed standard of 10/1 Mbps for price-cap and rate-of-return carriers receiving high-cost support.> As a
result, price cap carriers accepting model-based support are required to offer at least 10/1 Mbps
broadband service to the requisite number of high-cost locations by the end of a six-year support term.
And rate-of-return carriers were required to offer at least 10/1 Mbps broadband service upon reasonable
request.*” At that time, the Commission also decided that 10/1 Mbps should not be our end goal for the
10-year term for providers awarded support through the Connect America Phase Il bidding process.*

24. Similarly, here, we recognize that our minimum requirements for rate-of-return carriers
will likely evolve over the next decade.*® NTCA argues that a universal service program premised upon
achieving speeds of 10/1 Mbps risks locking rural America into lower service levels.®® We agree that our
policies should take into account evolving standards in the future. At the same time, we recognize that it
is difficult to plan network deployment not knowing the performance obligations that might apply by the
end of the 10-year term. We find that establishing speed and other performance requirements now for
carriers electing model-based support is preferable to doing so at some point mid-way through the 10-year
term, as it will provide more certainty for carriers electing this voluntary path. Rate-of-return carriers that
comply with the performance requirements we establish today for the duration of the 10-year term will be
deemed in compliance even if the Commission subsequently establishes different standards that are
generally applicable to the high-cost support mechanisms before the end of the 10-year term.

25. We conclude that rate-of-return carriers electing model support will be required to
maintain voice and existing broadband service and to offer at least 10/1 Mbps to all locations “fully
funded” by the model, and at least 25/3 Mbps to a certain percentage of those locations, by the end of the

4 December 2014 Connect America Order, 29 FCC Rcd 15682-84, paras. 106-14.
4 1d. at 15649, para. 15.

46 1d. at 15651, para. 20.

471d.

8 1d. at 15655, para. 29.

4 The statute defines universal service as “an evolving level of telecommunications services.” 47 U.S.C.
§254(c)(1).

50 etter from Michael R. Romano, Senior Vice President — Policy, NTCA, to Marlene H. Dortch, Secretary, FCC,
WC Docket No. 10-90 (filed Oct. 26, 2015) (NTCA Oct. 26, 2015 Ex Parte Letter).
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support term. We adopt with minor modifications ITTA and USTelecom’s proposal to require carriers
with a state-level density of more than ten locations per square mile to offer at least 25/3 Mbps to at least
75 percent of the fully funded locations in the state by the end of the 10-year term.>* For administrative
convenience, we will determine these density thresholds based on housing units, rather than locations in
the model, because other density measures adopted in this Order will rely on U.S. Census data for
housing units. We conclude that carriers with a state-level density of ten or fewer, but more than five,
housing units per square mile will be required to offer at least 25/3 Mbps to at least 50 percent of the fully
funded locations in the state by the end of the 10-year term, and carriers with five or fewer housing units
per square mile will be required to offer at least 25/3 Mbps to at least 25 percent of the fully funded
locations, as suggested by WTA and other commenters.5? The density of each carrier’s study area or
study areas in a state will be determined using the final 2015 study area boundary data collection
information submitted by carriers, and the number of locations will be determined using U.S. Census
data. We direct the Bureau to publish a list showing the state-level density for each carrier prior to
issuing the public notice announcing the final version of the adopted model, so carriers will know in
advance of the timeframe for electing model-based support which deployment obligations will be
applicable.

26. In addition, we establish defined requirements for making progress towards extending
broadband to capped locations within their service areas. Specifically, carriers electing model support
will be required to offer at least 4/1 Mbps to a defined number of locations that are not fully funded (i.e.
with a calculated average cost above the “funding cap”). We adopt a modified version of ITTA’s
proposal, again using housing units to determine density. We will require carriers with a state-level
density of more than 10 housing units per square mile to offer at least 4/1 Mbps to 50 percent of all
capped locations in the state by the end of the 10-year term. Carriers with a state-level density of 10 or
fewer housing units per square mile will be required to offer at least 4/1 Mbps to 25 percent of all capped
locations in the state by the end of the 10-year term5® The remaining capped locations will be subject to
the reasonable request standard, and the Commission will monitor progress in connecting these locations
as well. We encourage carriers electing the voluntary path to the model to identify any census blocks
where they expect not to extend broadband, so that such census blocks may be included in an upcoming
auction where parties, including the current provider, may bid for support. The Bureau will announce a
date by public notice, no sooner than 60 days after elections are finalized, by which carriers electing
model-support may identify any such census blocks. Our goal is to ensure that all consumers have an
opportunity to receive service within a reasonable timeframe. If carriers know that support provided
through the voluntary path to the model will be insufficient to reach certain parts of their territories within
10 years, identifying these territories now, rather than 10 years from now, will enable the Commission to
find another, more timely path to bring broadband to consumers in these areas. Carriers that provide the

51 See ITTA/USTelecom Dec. 4, 2015 Ex Parte Letter, Attach. at 14; ITTA Nov. 19, 2015 Ex Parte Letter at 3. See
also Letter from Yaron Dori, Counsel for TDS Telecom, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-
90, at 2 (filed Nov. 23, 2015) (TDS Nov. 23, 2015 Ex Parte Letter); Letter from Yaron Dori, Counsel for TDS
Telecom, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90, at 2 (filed Nov. 12, 2015) (TDS Nov. 12,
2015 Ex Parte Letter). No party objected to this proposal submitted in the record, and we modified the requirements
in very low density areas to address the concerns expressed by WTA. See also Letter from Jason B. Williams, Vice
President —General Counsel, Blackfoot Telecommunications Group, to Marlene H. Dortch, Secretary, FCC, WC
Docket No. 10-90, at 1-2 (Blackfoot Feb. 5, 2016 Ex Parte) (supporting buildout standard proposed by
ITTA/USTelecom with WTA modification).

52 See WTA Dec. 17, 2015 Ex Parte Letter at 2; Letter from Yaron Dori, Counsel for TDS Telecom, to Marlene H.
Dortch, Secretary, FCC, WC Docket No. 10-90 (filed Dec. 21, 2015) (TDS Dec. 21, 2015 Ex Parte Letter);
Blackfoot Feb. 5, 2016 Ex Parte Letter.

53 See Letter from Genevieve Morelli, President, ITTA, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-
90, at 2 (filed Jan. 19, 2016) (ITTA Jan. 19, 2016 Ex Parte Letter).

3098



Federal Communications Commission FCC 16-33

Commission notice within the requisite time would not be required to provide service upon reasonable
request in the identified areas.

27. Usage and Latency. In the April 2014 Connect America FNPRM, the Commission
proposed to apply the same usage allowances and latency standards that the Bureau previously had
adopted for price cap carriers accepting model-based support to rate-of-return carriers that are subject to
broadband performance obligations.> We now adopt a usage threshold for rate-of-return carriers electing
model support that should ensure that consumers in these areas have access to an evolving level of service
over the 10-year term: we require them to offer a minimum usage allowance of 150 GB per month, or a
usage allowance that reflects the average usage of a majority of consumers, using Measuring Broadband
America data or a similar data source, whichever is higher. The first prong of the usage requirement—the
150 GB usage allowance—is similar to the approach adopted by the Bureau for price cap carriers to set an
evolving level of service over the term of support: we require them to offer a usage allowance that meets
or exceeds the usage level of 80 percent of cable or fiber-based fixed broadband subscribers, whichever is
higher, according to the most current publicly available Measuring Broadband America usage data.*®
According to the Commission’s 2015 Measuring Broadband America data, 80 percent of cable broadband
subscribers used 156 GB or less per month.% For simplicity, we adopt a monthly usage allowance of 150
GBs for rate-of-return carriers electing to receive CAF-ACAM support. The second prong of the usage
requirement—to provide a usage allowance that will allow consumers to use their connections in a way
similar to usage of a majority of consumers nationwide—ensures that consumers served by rate-of-return
carriers will be not be offered service that is significantly different than what is available in urban areas
over the full 10-year term. We expect that carriers accepting model-based support will have economic
incentives irrespective of these mandates to provide consumers with an evolving array of service
offerings, and adopt this second prong as a regulatory backstop to ensure that this happens.

28. In addition, we adopt our proposal to require rate-of-return carriers accepting model-
based support to certify that 95 percent or more of all peak period measurements of network round-trip
latency are at or below 100 milliseconds.>” No party objected to adopting this standard for public interest
obligations for rate-of-return carriers. This latency standard will apply to all locations that are fully
funded. As discussed below, we recognize there may be need for relaxed standards in areas that are not
fully funded, where carriers may use alternative technologies to meet their public interest obligations.

54 April 2014 Connect America FNPRM, 29 FCC Rcd at 7103-04, paras. 149-52. The Commission also proposed to
apply the same usage allowances and latency standards to recipients of Connect America Phase Il support awarded
through a competitive bidding process. Id. Several commenters addressed what usage allowances and latency
standards should apply in these price cap territories but did not specifically address what usage allowances and
latency standards should apply in rate-of-return areas. See, e.g., Independent Telephone & Telecommunications
Alliance Comments, WC Docket No. 10-90 et al., at 16-17 (filed Aug. 8, 2014) (ITTA Aug. 2014 Comments)
(arguing that less robust requirements for providers that are authorized to receive support pursuant to competitive
bidding would contradict Commission’s statutory duty to ensure that consumers in hard-to-serve areas have access
to reasonably comparable services at reasonably comparable prices); Rural Associations Comments, WC Docket
No. 10-90 et al., at 38 (filed Aug. 8, 2014) (Rural Associations Aug. 2014 Comments) (arguing there is no valid
reason to relax the standards expected of support recipients in the context of competitive bidding or any other
context).

5 See Connect America Fund, WC Docket No. 10-90, Report and Order, 28 FCC Rcd 15060, 15065-68, paras. 14-
18 (WCB 2013) (Phase Il Service Obligations Order). See also April 2014 Connect America FNPRM, 29 FCC Rcd
at 7103-04, paras. 149-52.

% See Validated Data Sets — Measuring Broadband America 2015 — Statistical Averages, at
http://data.fcc.gov/download/measuring-broadband-america/2015/statistical-averages-2014%20v20151117.xIsx.
We note that the median figure for cable subscribers in 2015 was 67 GB per month. Id.

57 See April 2014 Connect America FNPRM, 29 FCC Rcd at 7103-04, paras. 149, 152. See also Phase Il Service
Obligations Order, 28 FCC Rcd at 15068-72, paras. 19-25.
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29. Deployment Obligations. We require rate-of-return carriers accepting the offer of model-
based support to offer at least 10/1 Mbps broadband service to the number of locations identified by the
model where the average cost is above the funding benchmark and below the funding per location cap,
and at least 25/3 Mbps to a subset of those locations.®® These are the locations that are “fully funded”
with model-based support. In contrast to the approach taken in price cap areas, where we did not provide
support to locations above an extremely high-cost threshold, in rate-of-return areas we will provide
support to all census blocks with average costs above the funding benchmark. However, each location
within census blocks where the average cost exceeds the funding cap will receive the same amount of
support. This funding for locations above the funding cap should be sufficient to preserve existing
service and allow carriers to extend broadband service to a defined number of the capped locations, and to
the remaining locations upon reasonable request, using alternative technologies where appropriate.®® If a
carrier identifies census blocks that it will not be able to serve by the date specified by public notice, as
discussed above, its support will be reduced to reflect the fewer number of locations, and it will not be
subject to the reasonable request standard for those locations if another provider wins those areas in an
auction.

30. We decline to adopt an approach that would base a company’s build-out obligations
solely on the extent to which its model-based support exceeds its legacy support.®° We agree with
proponents of such an approach that the locations to which a company will be required to deploy
broadband should be based on the A-CAM modeled cost characteristics of each company, but we find
that our approach is preferable and more consistent with the overall framework of providing model-based
support. Like CAM, A-CAM estimates “the full average monthly cost of operating and maintaining an
efficient, modern network,” and includes both capital and operating costs.®* Although actual costs may
differ from forward-looking economic costs at any particular point in time, allowing monthly recovery of
the model’s levelized cost means, on average, all carriers will earn an amount that would allow them to
maintain the specified level of service going forward over the longer term.s2

31 We are not persuaded by the argument that we should tie broadband deployment
obligations only to the supplemental support in excess of legacy support and determine the extent of new
broadband deployment obligations based on modeled capital costs.®®* Our methodology is based on
modeled capital and operating costs for each census block and provides the entire support amount
calculated for areas above the funding benchmark and below the per-location funding cap; that is, these
locations will be “fully funded” by the model under our method.

32. Interim Deployment Milestones. We adopt evenly spaced annual interim milestones over
the 10-year term for rate-of-return carriers electing model-based support, as proposed by ITTA, NTCA,
USTelecom, and WTA with a minor modification.®* We adopt enforceable milestones beginning in year

%8 As discussed below, we adopt a funding threshold of $52.50. See infra para. 53.

59 Low-cost locations are subject to the reasonable request standard because the model calculates carriers will be
able to recover the cost of serving those locations through end-user revenues alone. Carriers should be prepared to
demonstrate in an audit or other context how they evaluate requests under the reasonable request standard. We
expect all carriers to be able to produce documents describing the standards they use to process such requests.

80 ITTA/USTelecom/WTA Oct. 2, 2015 Ex Parte Letter, Attach. A (updating broadband build-out requirement
methodology filed by ITTA on June 29, 2015).

61 Connect America Fund; High-Cost Universal Service Support, WC Docket Nos. 10-90, 05-337, Report and
Order, 28 FCC Rcd 5301, 5307-08, paras. 11, 15 (WCB 2013) (CAM Platform Order).

2 1d. at 5311, para. 23.
83 ITTA/USTelecom/WTA Oct. 2, 2015 Ex Parte, Attach. A at 1-3.

54 For administrative efficiency, we will align the deployment milestones and funding term to the calendar year,
although we expect to authorize electing carriers to receive CAF-ACAM support before the end of this year.
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four, whereas the enforceable milestones proposed by the rural associations would begin in year five.%
As shown in the chart below, we require carriers receiving model-based support to offer to at least 10/1
Mbps broadband service to 40 percent of the requisite number of high-cost locations in a state by the end
of the fourth year, an additional 10 percent in subsequent years, with 100 percent by the end of the 10-
year term. We do not set interim milestones for the deployment of broadband speeds of 25/3 Mbps; we
require carriers receiving model-based support to offer at least 25/3 Mbps broadband service to 25
percent, 50 percent or 75 percent of the requisite locations by the end of the 10-year term, depending upon
the state-level density discussed above..

Deployment Milestones for Rate-of-Return Carriers Receiving Model-Based Support

Year 1 (2017) **0/
Year 2 (2018) %0/
Year 3 (2019) **0/
Year 4 (2020) 40%
Year 5 (2021) 50%
Year 6 (2022) 60%
Year 7 (2023) 70%
Year 8 (2024) 80%
Year 9 (2025) 90%
Year 10 (2026) 100%
33. We also conclude that rate-of-return carriers receiving model-based support should have

some flexibility in their deployment obligations to address unforeseeable challenges to meeting these
obligations.®® When the Commission adopted flexibility in deployment obligations for price cap carriers
accepting model-based support, we recognized that the “facts on the ground” when they are deploying
facilities may necessitate some flexibility regarding the number of required locations.®” Because rate-of-
return carriers electing model-based support may face similar circumstances, we find that providing the
same flexibility and allowing deployment to less than 100 percent of the requisite locations is equally
appropriate for these carriers as well. We therefore will permit them to deploy to 95 percent of the
required number of locations by the end of the 10-year term. To the degree an electing carrier deploys to
less than 100 percent of the requisite locations, the remaining percentage of locations would be subject to
the deployment obligations for the carrier’s capped locations.®® And, as noted above, to the extent the
electing carrier does not foresee being able to serve some fraction of the remaining five percent of
locations in any way, not even with alternative technologies, we encourage them to identify such census
blocks for inclusion in an upcoming auction.

65 See ITTA/NTCA/USTelecom/WTA Oct. 2, 2015 Ex Parte Letter, Attach. B, Table 1; see also ITTA/USTelecom
Dec. 4, 2015 Ex Parte Letter, Attach. at 15.

6 See TDS Nov. 12, 2015 Ex Parte Letter at 1-2 (arguing that the same type of flexibility granted to price cap
companies should be afforded to rate-of-return companies electing model support).

57 December 2014 Connect America Order, 29 FCC Rcd at 15659, paras. 38-39 (requiring deployment to at least
95% of the funded locations).

% The Commission required price cap carriers taking advantage of the flexibility to refund an amount of support
based on the number of locations left unserved at the end of the term. Id. at 15660-61, para. 42. We do not require
rate-of-return carriers to refund support if they deploy to at least 95% of the required locations, but no